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THE PHILOSOPHY OF MONEY. 

IT HAS been suggested to me to write an article upon the phi- 
losophy of money. I do not feel competent to do this work as 
it ought to be done, but it is possible that I may be able to deal 
with the subject so as to make the elements plainer than they now 
are to plain people, leaving to others who have more time for study 
and reflexion to review the subject from the standpoint of the scholar 
and the student. I can only deal with monetary science on the 
basis of experience derived from more than fifty years' practice in 
the active pursuits of business life. I shall try to illustrate my 
thesis by such illustrations as I have been able to derive from some- 
what desultory reading, undertaken from time to time with a view 
to testing a judgment already formed from experience, rather than 
with a view to forming a judgment on a historic basis. 

It is very seldom that the faculty of observation and the oppor- 
tunity for it are coupled with an academic mastery of the processes 
of thought, among those who deal with economic questions. The 
name of Adam Smith will occur to every student's mind as an ex- 
emplar of this combination. For that reason his work has justified 
what was said of it soon after its publication, — that "it would con- 
vince one generation and govern the next." Had that book been 
published one generation earlier it is not probable that the economic 
blunders would have been made by which the English government 
forced the colonies of America into a war of separation. 

The fault in a very great part of the present discussion of mon- 
etary science is due to the almost exclusively academic and a priori 
treatment of pending questions by many conspicuous writers who 
are without practical experience, on the one side, — and the dog- 
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matic persistence of many so-called practical men who are without 
the training of the university or the college, on the other. Hence 
it follows that the safest guides in directing legislation in recent 
years have been found among men who, without claiming to be 
either students or masters of monetary science, have had a sound 
legal training and have therefore become capable of weighing evi- 
dence, reviewing both sides of the case, sifting out fallacies, and 
reaching the true point of the whole discussion. 

It is not without reason that the ablest men who have been 
charged with executive and administrative power in this country, 
and in almost all others, have been members of the legal profession. 
When preparation for the practice of law is accompanied by judicial 
qualities of mind, the true dignity of the science of law becomes 
manifest. We have lately owed the financial safety, the honor, and 
the credit of this nation to one of the most conspicuous exemplars 
of this rule. 

I may be unable to cite all the authorities from whom I have 
derived most valuable information, fully sustaining, in my own be- 
lief, the conceptions or hypotheses which had been developed in my 
own business experience. One who reads without keeping any 
record of citations or authority from standard works is often unable 
to discriminate or to separate the conceptions which he has derived 
from his own experience from those which have been derived from 
books, or to measure the relative influence of either upon his own 
processes of reasoning. 

In my effort to establish a true monetary theory from the con- 
ditions of the present by justifying it on the basis of the facts which 
have governed events in the far-distant past, I have been led to 
accept what may be called the theory of an empirical development 
of money, of weights, and of measures, as distinguished from the 
theory, especially of weights and measures, which is based on an 
assumed mastery by the ancients of the laws of astronomy and 
mathematics, thereby enabling those by whom weights and measures 
were first invented to give them a scientific basis. In order to jus- 
tify this conclusion, regard may be given to certain present condi- 
tions connecting them with prehistoric periods. Weights, meas- 



THE PHILOSOPHY OF MONEY. 339 

ures, and money are now in use among barbarous races who have 
no conception of science. 

May it not be held that whatever form of society, method of 
distribution, monetary system, or process of what is called manu- 
facturing, has ever existed upon the globe, corresponding conditions 
or similar practices now survive in some part of its area? Even the 
mythical conditions of the Garden of Eden, wherein people dwelt 
without need of working for their subsistence ; where one needed 
not to take thought for the morrow, what he should eat, or what he 
should drink, or wherewithal should he be clothed, are still to be 
found on some of the islands of the south seas, — Adam and Eve, 
Cain and Abel, and the whole tribe or their types, are there, exist- 
ing under conditions in which they have not been elevated to any 
conception of true manhood and womanhood by the necessity of 
labor. 

Again, one may find the natural conditions and processes of 
the Stone Age in Patagonia, in Alaska, and in some other remote 
parts of the world, where men still manufacture and use flint imple- 
ments and make their dug-out canoes with stone chisels. 

Again, there are very many parts of the world where the inhab- 
itants are clothed in fabrics, of which the thread is spun upon the 
prehistoric distaff, and the cloth is woven upon the hand-loom, cor- 
responding identically with those of which we have the pictured 
record in Egypt, in Assyria, and elsewhere. 

Lastly, there are said to be parts of Africa in which the pre- 
historic monetary unit, the cow, is still the measure of value and 
the store of wealth, under social and monetary conditions and 
methods of trade corresponding to the conditions of the ancient 
world of which we have knowledge : of Asia Minor, of Northern 
and Southern Europe, and even of the then remote Ireland, when in 
the early ages, at the dawn of history, domestic animals, including 
slaves, passed current in exchange, serving all the purposes of 
money. The cow was then the unit with which all other types con- 
stituting the "pecunia," or moneys, of the then known world were 
rated ; that world being one of organised society, of art, of litera- 
ture, and of an extensive commerce by land and sea. 
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May we not trace the development of our monetary systems 
from these conditions, of which we have faint and fainter records in 
the far distant past? Are we not even now almost under the neces- 
sity of correcting many popular conceptions of money and of mon- 
etary legislation by dealing with the conditions which first brought 
money into use? That is my idea of what a true philosophy of 
money should be. I can only regret my own inability to develop 
and state the terms of such a philosophy for lack of that thorough 
training which men who are forced to begin the work of getting a 
living very early in life are apt to miss. 



So far as we can know anything of the condition of primitive 
man there may have been a period when not even barter existed, as 
there are now human beings of some of the lowest types who seem 
to have no conception of mutual service ; but even in the nomad or 
pastoral period an exchange of products or services was established 
and at that time domestic animals, notably the cow, had become 
the medium of exchange, serving the purpose of the instrument 
which we call money before the metals had come into monetary use 
and long before coinage had been invented. It is noticeable that 
art in its most refined sense had been developed before coinage ex- 
isted, because the earliest examples of coins are examples of most 
artistic work. It is well proved that the earliest coins were made 
of gold and were equated with the cow and the ox, whose images 
they bear. Both gold and copper appear to have been precious or 
monetary metals before silver, because they were found in the con- 
dition of pure or native metal, while silver waited until the art of 
smelting had been learned. 

Yet the monetary use of metal was not limited to these three. 
In many places iron became money and bronze or alloy was very 
widely used. In every instance and in each separate development 
of a monetary unit or medium of exchange, that substance — whether 
metal, shell, or some article of consumption — was adopted as money 
which was universally most valued or esteemed either for ornament 
or for use. In other words, without process of law, rule, or statute 
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in the modern sense, the people of every land have adopted some 
article of greatest valuation or esteem as their standard or unit of 
value, i. e., some article universally desired which could be passed 
from hand to hand in the conduct of trade ; after coinage was in- 
vented subsequently adding subsidiary coins for convenient use in 
lesser transactions, but never departing from the single standard or 
unit until the decrees of rulers or statute laws began to be applied 
in order to force a substance of lesser esteem or valuation into mon- 
etary use as a substitute for the unit of the highest valuation. Hence 
my reflexions led me to the hypothesis that the first conception of 
a decree or act of legal tender, enforcing the acceptance of one of 
two or more kinds of money at the choice of a debtor while depriv- 
ing the creditor of any option, must have been born in fraud and 
nursed in corruption. 

Good money — that is to say, coin which is worth as much after 
it is melted as it purports to be worth in the coin — requires no act 
of legal tender to enforce its use or acceptance. Bad money, which 
is not worth as much in bullion as it purports to be worth in coin, 
can only be passed by force. The very fact that a coin or its sub- 
stitute promise of a coin can only be kept in circulation or in use as 
money by the force of an act of legal lender proves that the coin or 
its substitute promise is bad money. 

As the subject is developed it will become apparent that money 
existed and was used as an instrument of exchange before coinage 
had been invented ; in the subsequent period coined money was 
used and did all the work of money before any act of legal tender or 
any legislative regulation regarding money had been conceived. 

In order to comprehend the genesis of money one may deal 
with the various types and substances which have been adopted in 
various countries and among races which could have had no re- 
course to each other or to science in determining the choice of the 
material. Money has had its beginning in a common necessity co- 
incident with the practice of commerce. So far as the facts can be 
traced, an exchange of products or services has been gradually 
evolved by almost every race of men, beginning with barter but soon 
developing the necessity for and the use of money. In each in- 
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stance the substance chosen has been the one most highly esteemed 
at that time and in that place, either for personal decoration or use. 
This will become manifest upon a recital of the different kinds of 
money of which the types are known. A most complete record may 
be found in The Origin of Metallic Currency and Weight Standards, 
W. A. Ridgeway, Cambridge, England, 1892, to which I have added 
a few examples from our own history. A summary of the different 
kinds of money, their past and present use, may illustrate the point 
which I have stated. 

It is held that when man first learned to tame animals and 
changed from the nomadic to the pastoral stage, the cow or ox be- 
came the unit of value and the medium of exchange. In the Homeric 
record the cow and ox are constantly named as standards of valua- 
tion ; they are equated with the talent, a measure of weight applied 
in Homer only to a given weight of gold. In the process of devel- 
opment the gold washed from the rivers of Asia and Europe was 
made into strings of small nuggets and the dust was enclosed in the 
quills of birds. Weighing by balance against seeds of barley or 
some other cereal was invented and applied to determining the 
quantity of gold then held to be equivalent to a cow or ox. Subse- 
quently came new standards of coin estimated by weight, — the 
Stater, the Daric, the Shekel, the Bezant or Byzant. Lastly, about 
700 B. C, came the invention of coinage, the coin of gold equiva- 
lent to one cow being stamped with the image of the cow or ox and 
containing one hundred and thirty to one hundred and thirty-five 
grains of gold. Other stamps were used, and there are traces of 
coinage of an earlier period bearing the stamp of the cow or ox. 
Whoever ventures into this field must be prepared for a contest 
with the numismatists. I can only say that in that contest, it seems 
to me, those who take the side of natural selection and of a deriva- 
tion or rating of the coins to the previous standard have the best of 
the argument. 

Herein we have the origin of historic money, but the necessity 
for a medium of exchange or unit of value was not limited to the 
historic world. The ancient money of China was a bronze or brass 
knife with a round flat handle with a square hole in the centre ; the 
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copper cash of China of the present day, which is the only coin of 
China being a survival of the knife without the blade. 

In many parts of the world — in Africa, East Indies, and North 
America — shells of various types were adopted. 

Among the Samoyades of Northern Europe the reindeer is the 
unit of value. 

In the earlier days of Virginia a given weight of tobacco was the 
standard. 

In Iceland, stock-fish. 

Among the Aztecs, gold and cacao seeds. 

In some parts of Africa, iron hoes with socket for the handle, 
or round plates of iron made so as to be convertible into two hoes 
of a given size. 

Among the Ostiaks of Asia, the skins of the Siberian squirrel. 

Upon the Northwest coast of America, when trade was first 
opened, marten skins. 

In Massachusetts Colony, in early times, bullets of lead served, 
which were of limited legal tender up to twelve. 

In fact, whenever and wherever commerce has become estab- 
lished, the necessity for a common medium of exchange or unit of 
value has led to the selection of some available commodity of com- 
mon desire either for ornament or for use, first passing by tale or 
count, later by weight. 

With the successive steps in the progress and organisation of 
society the metals considered precious, first gold and copper of na- 
tive purity, then silver and iron after the art of smelting had been 
discovered, displaced the more primitive forms of money — next iron 
was eliminated ; copper was relegated to token or conventional 
money, and the two metals gold and silver held the sole title of 
precious. Silver still retains its place as the unit of value among 
the poorer nations, where the common transactions are very small 
and where the standard of living is very low. Early in the present 
century gold became the sole standard of the great commerce of 
the world, and the unit of value of the great commercial or machine- 
using nations of the world is of necessity becoming adjusted to that 
standard. 
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Having thus submitted a concise statement of what appears to 
be the origin and development of money, we are now led to the 
question of the origin of legal tender or the application of the force 
of law to the circulation of money. 

My first hypothesis was this : When money consisted of a fixed 
weight of metal, could any one have conceived any reason for an act 
of legal tender, or forced acceptance of such money? A tender may 
be made of any article in liquidation or fulfilment of any agreement 
either for money or for goods. If that tender is consistent with the 
previous agreement, no force is required to assure its acceptance. 
If, however, goods tendered are not apparently of the quality agreed 
upon, the tender may be refused, and the buyer may then enforce 
his agreement upon the seller to deliver what he had agreed to. If, 
on the other hand, goods which are of the quality named in the bar- 
gain are refused, the seller may enforce their acceptance at law and 
may recover their value in money, perhaps with damages on account 
of delay. But the conception of legal tender in its application to 
money has in modern times invariably been to force upon a cred- 
itor money of a different kind from that which had been agreed to 
be paid by the debtor. 

There may have been a reason for legal-tender acts in the early 
history of coinage a little different from this. Coinage was not then 
the sole attribute of governments. Private coinage as well as pub- 
lic coinage existed. Coins of the same name and therefore of the 
same nominal value varied greatly in the weight of metal. The peo- 
ple had no means of discriminating and they were defrauded. Un- 
der such conditions an act of legal tender may have had a very true 
purpose, to-wit, establishing a standard coin of true weight and 
compelling all persons to liquidate all debts, bargains, or agree- 
ments in coin of that standard or in its equivalent, ascertained by 
weighing all the various coins in circulation. 

The first record of an act or decree of legal tender appears to 
be in the time of Solon. It is held by some students that his action 
was governed by the latter motive, namely, the establishment of a 
true standard and the equation of all kinds of money at that stan- 
dard. But, on the other hand, it appears that Solon did in fact de- 
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base the coinage of the Grecian drachma by twenty-seven per cent., 
thereby relieving farmers whose land was under mortgage with 
penalty of slavery in case of default of payment, from a part of the 
danger of their position. In other words, he decreed a partial set- 
tlement of farm-debts in bankruptcy. From that date to the present, 
so far as one can learn from the rather obscure records of monetary 
history, nearly if not quite all acts or decrees of legal tender have 
been put in force for one of two purposes. First, in order to de- 
fraud great masses of people of a part of their dues ; second, in or- 
der to collect a forced loan from the great body of the people, even 
without their knowledge that they were being taxed in a very unjust 
and unequal manner. 

The purpose of the legal-tender acts of 1862 and 1863 was to 
collect a forced loan for the conduct of the war; justifiable, if at all, 
as a war-measure. The purpose of the legal- tender act of 1878, 
known as the Bland Silver Act, and of the legal- tender act of 1890, 
known as the Sherman Silver Act, was to collect a forced loan for 
the purchase of silver bullion, to the great injury of the mass of the 
people and to the sole benefit of the owners of silver-mines. These 
acts are condemned alike on every principle of justice, of public law, 
and of political economy. Their evil effect has been lately impressed 
upon the country by disaster and by a paralysis of industry and of 
constructive enterprise, accompanied by the compulsory idleness of 
great numbers of people in the midst of an abundance of everything 
that makes for welfare and prosperity. 

A perfectly suitable purpose of legal-tender acts, not affecting 
the general question, consists in the provisions for maintaining the 
circulation of subsidiary coinage or small change. Such enact- 
ments are very modern, but I cannot give the exact dates of their 
origin. Under their provisions, coins of small denomination, of 
silver, copper, nickel, and alloys, which are not of full value, are 
maintained in circulation by provisions enforcing their acceptance 
for very small sums, coupled invariably with other provisions for 
their redemption in round sums in the standard unit of value of the 
nation or state in which they are circulated. 

The necessity for such acts of limited legal tender in respect to 
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subsidiary coins was developed on the failure of efforts to make all 
coins of silver and gold of various denominations circulate at a legal 
ratio when the market ratio of the bullion was not the same. 

It now seems to be very plain that nations are reaching the end 
of the efforts which have been made during the last five centuries or 
more to promote the circulation of gold and silver coins of full legal 
tender at a fixed ratio under what is called the bimetallic system, 
such efforts having invariably failed. 

It is very difficult for busy men who have but little time for the 
systematic study of history to trace the influence of commerce and 
the development of money, presently supplemented by the modern 
expansion of credit. Masses of people have as yet only a partial 
comprehension of the truth that the people of the world are inter- 
dependent, and that by way of trade and commerce, all who join in 
it, whether men in their individual capacity or men organised into 
states or nations, serve each other's needs and supply each other's 
wants to the end that all are benefited alike. There are excellent 
books upon the development of the commerce and of the fiscal 
legislation of separate countries ; there are chapters in various his- 
tories, otherwise dealing mainly with military and political events, 
which throw light upon the potent influence of commerce and in- 
dustry throughout all time ; but as yet the true history of commerce 
and the development of the idea of mutual service remains to be 
brought into one standard work, capable of being easily compre- 
hended by every-day people. 

A very active discussion of the monetary question in recent 
years has led to several works being placed at the service of the pub- 
lic, from which I have been able to formulate this treatise upon the 
philosophy of money, hoping that one more competent will take up 
the same line, developing into a full history the ideas which I am 
only capable of presenting in a very insufficient manner. I can 
only give the reflex of my own observations and reading. 

One can readily picture in his imagination the very beginning 
of trade, — the time when men first ceased to prey upon each other, 
presently organising into tribes for mutual support, each tribe seek- 
ing to subdue the other. Next we can imagine the time when it 
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occurred to some one that a man could be put to better use as a 
slave than to kill him after he had been captured. Presently we 
can imagine the organisation of the State, and as we approach his- 
toric periods we witness the organisation of nations under kings, 
dukes, or leaders, emperors and the like, — the mass of the people 
yet incapable of self-government placing themselves under the 
domination of the man of power in affairs and of energy, to the end 
that each might serve the other. Hence the establishment by al- 
most all European States and nations of governments by privilege, 
rulers granting rights to the common people. That system is now 
culminating in universal militarism, as impossible of being sustained 
many years longer as it is incapable of being removed without 
probable revolution or in any event fearful social disorder. 

From the early beginning of an exchange of services one de- 
rives an idea of the necessity of the invention of money, — of its de- 
velopment somewhat on the lines which I have so faintly pictured, 
— of the gradual survival of the most suitable substances for mone- 
tary purposes ; the whole course passing from simple beginnings 
through to the utmost complexity, now again verging toward sim- 
plicity on a scientific basis. 

It will be remarked that gold was the first metallic unit of value. 
It held pre-eminence for many hundred years before and after the 
date of the first system of coinage which was 700 B. C, down to 
the beginning of the Dark or Middle Ages. Throughout the Dark 
or Middle Ages monetary history appears to be almost a blank. It 
is evident that gold disappeared from use. During the great Re- 
naissance and the revival of commerce on a broad scale by the Ital- 
ian republics the necessity for a better and more uniform standard 
than silver and copper asserted itselt. Gold coinage was resumed, 
— first by Florence, subsequently by other Italian republics j from 
that new point of departure the coinage of gold spread over Eu- 
rope. 

At the period of the great commercial supremacy of the Nether- 
lands all kinds of money were brought into Holland. They were 
there rated by weight and their relative value was published very 
frequently in a series of official documents named platkaats. Hence 
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it followed that Holland kept itself free for a long period of all the 
difficulties which afflicted other countries in the futile attempt to 
keep gold and silver at a parity at a fixed or legal ratio. 

It would be impossible in the limits of this article to picture 
this long and weary struggle to establish value by law. One read- 
ing of the effects of the alternate drain of gold or of silver from one 
country to the other and of the social disturbances which were 
caused by these changes — coupled with frequent acts of legal tender 
for the debasement of coin — cannot help wondering whether one of 
the most potent causes of war and of rebellion may not have been 
overlooked. It was perhaps even more potent than the effort to es- 
tablish religion by law. 

Presently England attained supremacy in international com- 
merce through the possession of the paramount control of coal, 
iron, and steel. As her commerce developed, the evil effect of the 
effort to maintain the double or alternate standard of silver and gold 
was disclosed to the end that in 18 17 England became a mono- 
metallic country, establishing a unit of value under the name of 
"pound sterling," under which name a title passes to H3'OOi6 
grains of pure gold. 

There is no lawful coin of Great Britain named a "pound." 
The coin which is the equivalent of a pound sterling when of full 
weight is named a sovereign. There is a five-pound (not pounds) 
coin and a two-pound coin authorised by law, but they are not of 
general circulation. 

Gradually but surely the unit of value under the name or title 
of "pound sterling " has become the standard of international com- 
merce. It will be observed that international commerce is free of 
the interference of acts of legal tender. Drafts drawn or obligations 
incurred under the title or name of pounds sterling can only be sat- 
isfied by payment in so many multiples of 113-0016 grains of pure 
gold ; otherwise bankruptcy ensues. It is through the stability and 
safety of this unit of value that London has become the banking 
centre of the world and that England dominates the commerce of 
the world. 

This country undertook to keep gold and silver coin of full 
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legal tender at a fixed ratio in joint circulation from the date of the 
establishment of the mint and the enactment of the first acts of 
coinage and legal tender down, as I recall by memory, to the year 
1835. That effort failed with us as it has failed everywhere. 

The act diminishing the weight of subsidiary silver coins and 
limiting their tender practically put this country on the single stand- 
ard or unit of gold. This fact was recognised in the act of 1873 by 
which the gold dollar weighing twenty-five and eight-tenths grains, 
nine-tenths fine, is declared to be the unit of value of this country. 

The difficulties and disasters ensuing from the effort to main- 
tain the legal parity of gold and silver in spite of the varying market 
value of the bullion brought all Europe to the discussion of this 
question many years since. Beginning with Germany in 1871, all 
European nations have, I believe, without exception been forced to 
adopt the single standard on a gold basis. 

Under the acts of 1878 and 1890 this country has made another 
futile attempt to keep gold and silver at a parity by legislation. A 
forced loan to the amount of about five hundred million dollars has 
been collected in order to sustain that effort, all of which has been 
or must be paid from the public revenue derived from taxation ex- 
cept that part which may ultimately be discharged by the disposal 
of the silver purchased at whatever its market value may be. 

The effort has lately been made under the name of Bimetallism 
to secure by treaty an international legal tender, under which the 
people of one state or nation might force the acceptance upon their 
creditors of money made either of gold or of silver while the credi- 
tor nation may be deprived of any choice in the matter. That un- 
dertaking has not met with any general approval and is evidently 
dying out. 

The study of the history and philosophy of money leads to a 
conclusion which may be summed up in a few words. There is 
and can be no absolute standard of value because the valuation or 
estimation of each subject and of each instrument of commerce rests 
upon the determination of each individual and of each commercial 
community. Duality in a unit is unthinkable. It is necessary that 
there should be a unit of value possessing the greatest stability and 
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uniformity that is possible under the varying conditions of the 
world. By process of natural selection the metal gold is established 
as that unit, and to that condition all commercial nations must of 
necessity adjust their own financial systems. These conditions, 
which can be traced from a period before there was any conception 
of statute law in the modern sense, before any metal had been put 
to monetary use, before coinage had been invented, before banks 
had been established, and before credit had become a prime factor 
in the conduct of commerce, have been developed from time to time, 
holding their sway in spite of adverse legislation, decrees, and trea- 
ties, and not by means of them. Those nations, notably the Italian 
republics in their early days when the Bank of Venice was first 
established, the Dutch Republic, and lastly the English nation, who 
have first recognised the force of these conditions and their control- 
ling influence, and have adapted their monetary systems to them, 
have held the paramount position in commerce, manufacturing, and 
industry, as compared to all others. 

Portentous changes are now in progress. The dominion and 
paramount control of the deposits of coal and iron have passed over 
from Europe to this country. The influence of that fact may not 
yet be comprehended, and our progress may for a time be retarded by 
uncertainty as to what our unit of value is to be ; but when the unit 
of value of this nation is established on as sure a basis as it will be 
when the dollar made of gold is the single standard and only money 
of full legal tender, the power of this country to carry the abun- 
dance which may be brought forth under a system of government 
whose motive is peace, order, and industry, will place the people of 
this country in the very fore-front of those who may serve the needs 
of the world under the beneficent influence of commerce. 

Edward Atkinson. 
Boston, Mass. 



